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SSB 6045 - S AMD  343 
By Senators Keiser, Frockt 

NOT ADOPTED 04/03/2015 

 Strike everything after the enacting clause and in sert the 

following:  

" Sec. 1.  RCW 74.60.005 and 2013 2nd sp.s. c 17 s 1 are eac h 

amended to read as follows: 

(1) The purpose of this chapter is to provide for a  safety net 

assessment on certain Washington hospitals, which w ill be used 

solely to augment funding from all other sources an d thereby support 

additional payments to hospitals for medicaid servi ces as specified 

in this chapter. 

(2) The legislature finds that federal health care reform will 

result in an expansion of medicaid enrollment in th is state and an 

increase in federal financial participation. ((As a  result, the 

hospital safety net assessment and hospital safety net assessment 

fund created in this chapter will begin phasing dow n over a four-

year period beginning in fiscal year 2016 as federa l medicaid 

expansion is fully implemented. The state will end its reliance on 

the assessment and the fund by the end of fiscal ye ar 2019.)) 

(3) In adopting this chapter, it is the intent of t he 

legislature: 

(a) To impose a hospital safety net assessment to b e used solely 

for the purposes specified in this chapter; 

(b) To generate approximately four hundred ((forty- six million 

three hundred thirty-eight thousand)) eighty-nine m illion dollars 

per state fiscal year ((in fiscal years 2014 and 20 15, and then 

phasing down in equal increments to zero by the end  of fiscal year 

2019,)) in new state and federal funds by disbursin g all of that 
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amount to pay for medicaid hospital services and gr ants to certified 

public expenditure and critical access hospitals, e xcept costs of 

administration as specified in this chapter, in the  form of 

additional payments to hospitals and managed care p lans, which may 

not be a substitute for payments from other sources ; 

(c) To generate ((one hundred ninety-nine million e ight hundred 

thousand)) two hundred eighty-three million dollars  ((in the 2013-

2015 biennium, phasing down to zero by the end of t he 2017-2019 

biennium,)) per biennium during the 2015-2017 and 2 017-2019 biennia 

in new funds to be used in lieu of state general fu nd payments for 

medicaid hospital services; 

(d) That the total amount assessed not exceed the a mount needed, 

in combination with all other available funds, to s upport the 

payments authorized by this chapter; and 

(e) To condition the assessment on receiving federa l approval 

for receipt of additional federal financial partici pation and on 

continuation of other funding sufficient to maintai n aggregate 

payment levels to hospitals for inpatient and outpa tient services 

covered by medicaid, including fee-for-service and managed care, at 

least at the levels the state paid for those servic es on July 1, 

((2009)) 2015, as adjusted for current enrollment a nd utilization((, 

but without regard to payment increases resulting f rom chapter 30, 

Laws of 2010 1st sp. sess)). 

Sec. 2.  RCW 74.60.020 and 2013 2nd sp.s. c 17 s 3 are eac h 

amended to read as follows: 

(1) A dedicated fund is hereby established within t he state 

treasury to be known as the hospital safety net ass essment fund. The 

purpose and use of the fund shall be to receive and  disburse funds, 

together with accrued interest, in accordance with this chapter. 

Moneys in the fund, including interest earned, shal l not be used or 

disbursed for any purposes other than those specifi ed in this 

chapter. Any amounts expended from the fund that ar e later recouped 



 

6045-S AMS KEIS STIT 019 Official Print - 3 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 

29 

30 

31 

32 

33 

34 

by the authority on audit or otherwise shall be ret urned to the 

fund. 

(a) Any unexpended balance in the fund at the end o f a fiscal 

((biennium)) year shall carry over into the followi ng ((biennium)) 

fiscal year or that fiscal year and the following f iscal year and 

shall be applied to reduce the amount of the assess ment under RCW 

74.60.050(1)(c). 

(b) Any amounts remaining in the fund after July 1,  2019, shall 

be refunded to hospitals, pro rata according to the  amount paid by 

the hospital since July 1, 2013, subject to the lim itations of 

federal law. 

(2) All assessments, interest, and penalties collec ted by the 

authority under RCW 74.60.030 and 74.60.050 shall b e deposited into 

the fund. 

(3) Disbursements from the fund are conditioned upo n 

appropriation and the continued availability of oth er funds 

sufficient to maintain aggregate payment levels to hospitals for 

inpatient and outpatient services covered by medica id, including 

fee-for-service and managed care, at least at the l evels the state 

paid for those services on July 1, ((2009)) 2015, a s adjusted for 

current enrollment and utilization((, but without r egard to payment 

increases resulting from chapter 30, Laws of 2010 1 st sp. sess)). 

(4) Disbursements from the fund may be made only: 

(a) To make payments to hospitals and managed care plans as 

specified in this chapter; 

(b) To refund erroneous or excessive payments made by hospitals 

pursuant to this chapter; 

(c) For one million dollars per biennium for paymen t of 

administrative expenses incurred by the authority i n performing the 

activities authorized by this chapter; 

(d) For ((one hundred ninety-nine million eight hun dred 

thousand)) two hundred eighty-three million dollars  ((in the 2013-

2015)) per biennium, ((phasing down to zero by the end of the 2017-

2019 biennium)) to be used in lieu of state general  fund payments 
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for medicaid hospital services, provided that if th e full amount of 

the payments required under RCW 74.60.120 and 74.60 .130 cannot be 

distributed in a given fiscal year, this amount mus t be reduced 

proportionately; 

(e) To repay the federal government for any excess payments made 

to hospitals from the fund if the assessments or pa yment increases 

set forth in this chapter are deemed out of complia nce with federal 

statutes and regulations in a final determination b y a court of 

competent jurisdiction with all appeals exhausted. In such a case, 

the authority may require hospitals receiving exces s payments to 

refund the payments in question to the fund. The st ate in turn shall 

return funds to the federal government in the same proportion as the 

original financing. If a hospital is unable to refu nd payments, the 

state shall develop either a payment plan, or deduc t moneys from 

future medicaid payments, or both; 

(f) Beginning in state fiscal year 2015, to pay an amount 

sufficient, when combined with the maximum availabl e amount of 

federal funds necessary to provide a one percent in crease in 

medicaid hospital inpatient rates to hospitals elig ible for quality 

improvement incentives under RCW 74.09.611. 

Sec. 3.  RCW 74.60.030 and 2014 c 143 s 1 are each amended  to 

read as follows: 

(1)(a) Upon satisfaction of the conditions in RCW 7 4.60.150(1), 

and so long as the conditions in RCW 74.60.150(2) h ave not occurred, 

an assessment is imposed as set forth in this subse ction((, 

effective October 1, 2013)). ((Initial assessment n otices must be 

sent to each hospital not earlier than thirty days after 

satisfaction of the conditions in RCW 74.60.150(1).  Payment is due 

not sooner than thirty days thereafter. Except for the initial)) 

Assessment((,)) notices must be sent on or about th irty days prior 

to the end of each quarter and payment is due thirt y days 

thereafter. 
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(b) Effective ((October 1, 2013)) July 1, 2015, and  except as 

provided in RCW 74.60.050: 

(i) ((For fiscal year 2014, an annual assessment fo r amounts 

determined as described in (b)(ii) through (iv) of this subsection 

is imposed for the time period of October 1, 2013, through June 30, 

2014. The initial assessment notice must cover amou nts due from 

October 1, 2013, through either: (A) The end of the  calendar quarter 

prior to the satisfaction of the conditions in RCW 74.60.150(1) if 

federal approval is received more than forty-five d ays prior to the 

end of a quarter; or (B) the end of the calendar qu arter after the 

satisfaction of the conditions in RCW 74.60.150(1) if federal 

approval is received within forty-five days of the end of a quarter. 

For subsequent assessments during fiscal year 2014,  the authority 

shall calculate the amount due annually and shall i ssue assessments 

for the appropriate proportion of the annual amount  due from each 

hospital; 

(ii) After the assessments described in (b)(i) of t his 

subsection,)) Each prospective payment system hospi tal, except 

psychiatric and rehabilitation hospitals, shall pay  a quarterly 

assessment. Each quarterly assessment shall be no m ore than one 

quarter of three hundred ((forty-four)) forty-five dollars for each 

annual nonmedicare hospital inpatient day, up to a maximum of fifty-

four thousand days per year. For each nonmedicare h ospital inpatient 

day in excess of fifty-four thousand days, each pro spective payment 

system hospital shall pay an assessment of one quar ter of seven 

dollars for each such day; 

(((iii) After the assessments described in (b)(i) o f this 

subsection,)) (ii) Each critical access hospital sh all pay a 

quarterly assessment of one quarter of ten dollars for each annual 

nonmedicare hospital inpatient day; 

(((iv) After the assessments described in (b)(i) of  this 

subsection,)) (iii) Each psychiatric hospital shall  pay a quarterly 

assessment of one quarter of ((sixty-seven)) sixty- eight dollars for 

each annual nonmedicare hospital inpatient day; and  
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(((v) After the assessments described in (b)(i) of this 

subsection,)) (iv) Each rehabilitation hospital sha ll pay a 

quarterly assessment of one quarter of ((sixty-seve n)) sixty-eight 

dollars for each annual nonmedicare hospital inpati ent day. 

(2) The authority shall determine each hospital's a nnual 

nonmedicare hospital inpatient days by summing the total reported 

nonmedicare hospital inpatient days for each hospit al that is not 

exempt from the assessment under RCW 74.60.040((, t aken)). The 

authority shall obtain inpatient data from the hosp ital's 2552 cost 

report data file or successor data file available t hrough the 

centers for medicare and medicaid services, as of a  date to be 

determined by the authority. For state fiscal year ((2014)) 2016, 

the authority shall use cost report data for hospit als' fiscal years 

ending in ((2010)) 2012. For subsequent years, the hospitals' next 

succeeding fiscal year cost report data must be use d. 

(a) With the exception of a prospective payment sys tem hospital 

commencing operations after January 1, 2009, for an y hospital 

without a cost report for the relevant fiscal year,  the authority 

shall work with the affected hospital to identify a ppropriate 

supplemental information that may be used to determ ine annual 

nonmedicare hospital inpatient days. 

(b) A prospective payment system hospital commencin g operations 

after January 1, 2009, must be assessed in accordan ce with this 

section after becoming an eligible new prospective payment system 

hospital as defined in RCW 74.60.010. 

Sec. 4.  RCW 74.60.050 and 2013 2nd sp.s. c 17 s 5 are eac h 

amended to read as follows: 

(1) The authority, in cooperation with the office o f financial 

management, shall develop rules for determining the  amount to be 

assessed to individual hospitals, notifying individ ual hospitals of 

the assessed amount, and collecting the amounts due . Such rule 

making shall specifically include provision for: 
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(a) Transmittal of notices of assessment by the aut hority to 

each hospital informing the hospital of its nonmedi care hospital 

inpatient days and the assessment amount due and pa yable; 

(b) Interest on delinquent assessments at the rate specified in 

RCW 82.32.050; and 

(c) Adjustment of the assessment amounts in accorda nce with 

subsection((s)) (2) ((and (3))) of this section. 

(2) For state fiscal year ((2015)) 2016 and each su bsequent 

state fiscal year, the assessment amounts establish ed under RCW 

74.60.030 must be adjusted as follows: 

(a) If sufficient other funds, including federal fu nds, are 

available to make the payments required under this chapter and fund 

the state portion of the quality incentive payments  under RCW 

74.09.611 and 74.60.020(4)(f) without utilizing the  full assessment 

under RCW 74.60.030, the authority shall reduce the  amount of the 

assessment to the minimum levels necessary to suppo rt those 

payments; 

(b) If the total amount of inpatient or outpatient supplemental 

payments under RCW 74.60.120 is in excess of the up per payment limit 

and the entire excess amount cannot be disbursed by  additional 

payments to managed care organizations under RCW 74 .60.130, the 

authority shall proportionately reduce future asses sments on 

prospective payment hospitals to the level necessar y to generate 

additional payments to hospitals that are consisten t with the upper 

payment limit plus the maximum permissible amount o f additional 

payments to managed care organizations under RCW 74 .60.130; 

(c) If the amount of payments to managed care organ izations 

under RCW 74.60.130 cannot be distributed because o f failure to meet 

federal actuarial soundness or utilization requirem ents or other 

federal requirements, the authority shall apply the  amount that 

cannot be distributed to reduce future assessments to the level 

necessary to generate additional payments to manage d care 

organizations that are consistent with federal actu arial soundness 

or utilization requirements or other federal requir ements; 
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(d) If required in order to obtain federal matching  funds, the 

maximum number of nonmedicare inpatient days at the  higher rate 

provided under RCW 74.60.030(1)(b)(i) may be adjust ed in order to 

comply with federal requirements; 

(e) If the number of nonmedicare inpatient days app lied to the 

rates provided in RCW 74.60.030 will not produce su fficient funds to 

support the payments required under this chapter an d the state 

portion of the quality incentive payments under RCW  74.09.611 and 

74.60.020(4)(f), the assessment rates provided in R CW 74.60.030 may 

be increased proportionately by category of hospita l to amounts no 

greater than necessary in order to produce the requ ired level of 

funds needed to make the payments specified in this  chapter and the 

state portion of the quality incentive payments und er RCW 74.09.611 

and 74.60.020(4)(f); and 

(f) Any actual or estimated surplus remaining in th e fund at the 

end of the fiscal year must be applied to reduce th e assessment 

amount for the subsequent fiscal year or that fisca l year and the 

following year. 

(3) ((For each fiscal year after June 30, 2015, the  assessment 

amounts established under RCW 74.60.030 must be adj usted as follows: 

(a) In order to support the payments required in th is chapter, 

the assessment amounts must be reduced in approxima tely equal yearly 

increments each fiscal year by category of hospital  until the 

assessment amount is zero by July 1, 2019; 

(b) If sufficient other funds, including federal fu nds, are 

available to make the payments required under this chapter and fund 

the state portion of the quality incentive payments  under RCW 

74.09.611 and 74.60.020(4)(f) without utilizing the  full assessment 

under RCW 74.60.030, the authority shall reduce the  amount of the 

assessment to the minimum levels necessary to suppo rt those 

payments; 

(c) If in any fiscal year the total amount of inpat ient or 

outpatient supplemental payments under RCW 74.60.12 0 is in excess of 

the upper payment limit and the entire excess amoun t cannot be 
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disbursed by additional payments to managed care or ganizations under 

RCW 74.60.130, the authority shall proportionately reduce future 

assessments on prospective payment hospitals to the  level necessary 

to generate additional payments to hospitals that a re consistent 

with the upper payment limit plus the maximum permi ssible amount of 

additional payments to managed care organizations u nder RCW 

74.60.130; 

(d) If the amount of payments to managed care organ izations 

under RCW 74.60.130 cannot be distributed because o f failure to meet 

federal actuarial soundness or utilization requirem ents or other 

federal requirements, the authority shall apply the  amount that 

cannot be distributed to reduce future assessments to the level 

necessary to generate additional payments to manage d care 

organizations that are consistent with federal actu arial soundness 

or utilization requirements or other federal requir ements; 

(e) If required in order to obtain federal matching  funds, the 

maximum number of nonmedicare inpatient days at the  higher rate 

provided under RCW 74.60.030(1)(b)(i) may be adjust ed in order to 

comply with federal requirements; 

(f) If the number of nonmedicare inpatient days app lied to the 

rates provided in RCW 74.60.030 will not produce su fficient funds to 

support the payments required under this chapter an d the state 

portion of the quality incentive payments under RCW  74.09.611 and 

74.60.020(4)(f), the assessment rates provided in R CW 74.60.030 may 

be increased proportionately by category of hospita l to amounts no 

greater than necessary in order to produce the requ ired level of 

funds needed to make the payments specified in this  chapter and the 

state portion of the quality incentive payments und er RCW 74.09.611 

and 74.60.020(4)(f); and 

(g) Any actual or estimated surplus remaining in th e fund at the 

end of the fiscal year must be applied to reduce th e assessment 

amount for the subsequent fiscal year. 

(4)))(a) Any adjustment to the assessment amounts p ursuant to 

this section, and the data supporting such adjustme nt, including, 
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but not limited to, relevant data listed in (b) of this subsection, 

must be submitted to the Washington state hospital association for 

review and comment at least sixty calendar days pri or to 

implementation of such adjusted assessment amounts.  Any review and 

comment provided by the Washington state hospital a ssociation does 

not limit the ability of the Washington state hospi tal association 

or its members to challenge an adjustment or other action by the 

authority that is not made in accordance with this chapter. 

(b) The authority shall provide the following data to the 

Washington state hospital association sixty days be fore implementing 

any revised assessment levels, detailed by fiscal y ear, beginning 

with fiscal year 2011 and extending to the most rec ent fiscal year, 

except in connection with the initial assessment un der this chapter: 

(i) The fund balance; 

(ii) The amount of assessment paid by each hospital ; 

(iii) The state share, federal share, and total ann ual medicaid 

fee-for-service payments for inpatient hospital ser vices made to 

each hospital under RCW 74.60.120, and the data use d to calculate 

the payments to individual hospitals under that sec tion; 

(iv) The state share, federal share, and total annu al medicaid 

fee-for-service payments for outpatient hospital se rvices made to 

each hospital under RCW 74.60.120, and the data use d to calculate 

annual payments to individual hospitals under that section; 

(v) The annual state share, federal share, and tota l payments 

made to each hospital under each of the following p rograms: Grants 

to certified public expenditure hospitals under RCW  74.60.090, for 

critical access hospital payments under RCW 74.60.1 00; and 

disproportionate share programs under RCW 74.60.110 ; 

(vi) The data used to calculate annual payments to individual 

hospitals under (b)(v) of this subsection; and 

(vii) The amount of payments made to managed care p lans under 

RCW 74.60.130, including the amount representing ad ditional premium 

tax, and the data used to calculate those payments.  
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(c) On a monthly basis, the authority shall provide  the 

Washington state hospital association the amount of  payments made to 

managed care plans under RCW 74.60.130, including t he amount 

representing additional premium tax, and the data u sed to calculate 

those payments. 

Sec. 5.  RCW 74.60.090 and 2013 2nd sp.s. c 17 s 8 are eac h 

amended to read as follows: 

(1) In each fiscal year commencing upon satisfactio n of the 

applicable conditions in RCW 74.60.150(1), funds mu st be disbursed 

from the fund and the authority shall make grants t o certified 

public expenditure hospitals, which shall not be co nsidered payments 

for hospital services, as follows: 

(a) University of Washington medical center: ((Thre e million 

three hundred thousand dollars per state fiscal yea r in fiscal years 

2014 and 2015, and then reduced in approximately eq ual increments 

per fiscal year until the grant amount is zero by J uly 1,)) Four 

million four hundred fifty-five thousand dollars in  each state 

fiscal year 2016 through 2019; 

(b) Harborview medical center: ((Seven million six hundred 

thousand dollars per state fiscal year in fiscal ye ars 2014 and 

2015, and then reduced in approximately equal incre ments per fiscal 

year until the grant amount is zero by July 1,)) Te n million two 

hundred sixty thousand dollars in each state fiscal  year 2016 

through 2019; 

(c) All other certified public expenditure hospital s: ((Four 

million seven hundred thousand dollars per state fi scal year in 

fiscal years 2014 and 2015, and then reduced in app roximately equal 

increments per fiscal year until the grant amount i s zero by July 

1,)) Six million three hundred forty-five thousand dollars in each 

state fiscal year 2016 through 2019. The amount of payments to 

individual hospitals under this subsection must be determined using 

a methodology that provides each hospital with a pr oportional 

allocation of the group's total amount of medicaid and state 



 

6045-S AMS KEIS STIT 019 Official Print - 12 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 

29 

30 

31 

32 

33 

34 

children's health insurance program payments determ ined from claims 

and encounter data using the same general methodolo gy set forth in 

RCW 74.60.120 (3) and (4). 

(2) Payments must be made quarterly, before the end  of each 

quarter, taking the total disbursement amount and d ividing by four 

to calculate the quarterly amount. ((The initial pa yment, which must 

include all amounts due from and after July 1, 2013 , to the date of 

the initial payment, must be made within thirty day s after 

satisfaction of the conditions in RCW 74.60.150(1). )) The authority 

shall provide a quarterly report of such payments t o the Washington 

state hospital association. 

Sec. 6.  RCW 74.60.100 and 2013 2nd sp.s. c 17 s 9 are eac h 

amended to read as follows: 

In each fiscal year commencing upon satisfaction of  the 

conditions in RCW 74.60.150(1), the authority shall  make access 

payments to critical access hospitals that do not q ualify for or 

receive a small rural disproportionate share hospit al payment in a 

given fiscal year in the total amount of ((five hun dred twenty)) 

seven hundred two thousand dollars from the fund an d to critical 

access hospitals that receive disproportionate shar e payments in the 

total amount of one million three hundred thirty-si x thousand 

dollars. The amount of payments to individual hospi tals under this 

section must be determined using a methodology that  provides each 

hospital with a proportional allocation of the grou p's total amount 

of medicaid and state children's health insurance p rogram payments 

determined from claims and encounter data using the  same general 

methodology set forth in RCW 74.60.120 (3) and (4).  Payments must be 

made after the authority determines a hospital's pa yments under RCW 

74.60.110. These payments shall be in addition to a ny other amount 

payable with respect to services provided by critic al access 

hospitals and shall not reduce any other payments t o critical access 

hospitals. The authority shall provide a report of such payments to 
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the Washington state hospital association within th irty days after 

payments are made. 

Sec. 7.  RCW 74.60.120 and 2014 c 143 s 2 are each amended  to 

read as follows: 

(1) ((Beginning)) In each state fiscal year ((2014) ), commencing 

((thirty days after)) upon satisfaction of the appl icable conditions 

in RCW 74.60.150(1), ((and for the period of state fiscal years 2014 

through 2019,)) the authority shall make supplement al payments 

directly to Washington hospitals, separately for in patient and 

outpatient fee-for-service medicaid services, as fo llows: 

(a) For inpatient fee-for-service payments for pros pective 

payment hospitals other than psychiatric or rehabil itation 

hospitals, twenty-nine million ((two hundred twenty -five thousand)) 

one hundred sixty-two thousand five hundred dollars  per state fiscal 

year ((in fiscal years 2014 and 2015, and then amou nts reduced in 

equal increments per fiscal year until the suppleme ntal payment 

amount is zero by July 1, 2019, from the fund,)) pl us federal 

matching funds; 

(b) For outpatient fee-for-service payments for pro spective 

payment hospitals other than psychiatric or rehabil itation 

hospitals, thirty million dollars per state fiscal year ((in fiscal 

years 2014 and 2015, and then amounts reduced in eq ual increments 

per fiscal year until the supplemental payment amou nt is zero by 

July 1, 2019, from the fund,)) plus federal matchin g funds; 

(c) For inpatient fee-for-service payments for psyc hiatric 

hospitals, ((six hundred twenty-five thousand)) eig ht hundred 

seventy-five thousand dollars per state fiscal year  ((in fiscal 

years 2014 and 2015, and then amounts reduced in eq ual increments 

per fiscal year until the supplemental payment amou nt is zero by 

July 1, 2019, from the fund,)) plus federal matchin g funds; 

(d) For inpatient fee-for-service payments for reha bilitation 

hospitals, ((one hundred fifty thousand)) two hundr ed twenty-five 

thousand dollars per state fiscal year ((in fiscal years 2014 and 
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2015, and then amounts reduced in equal increments per fiscal year 

until the supplemental payment amount is zero by Ju ly 1, 2019, from 

the fund,)) plus federal matching funds; 

(e) For inpatient fee-for-service payments for bord er hospitals, 

two hundred fifty thousand dollars per state fiscal  year ((in fiscal 

years 2014 and 2015, and then amounts reduced in eq ual increments 

per fiscal year until the supplemental payment amou nt is zero by 

July 1, 2019, from the fund,)) plus federal matchin g funds; and 

(f) For outpatient fee-for-service payments for bor der 

hospitals, two hundred fifty thousand dollars per s tate fiscal year 

((in fiscal years 2014 and 2015, and then amounts r educed in equal 

increments per fiscal year until the supplemental p ayment amount is 

zero by July 1, 2019, from the fund,)) plus federal  matching funds. 

(2) If the amount of inpatient or outpatient paymen ts under 

subsection (1) of this section, when combined with federal matching 

funds, exceeds the upper payment limit, payments to  each category of 

hospital must be reduced proportionately to a level  where the total 

payment amount is consistent with the upper payment  limit. Funds 

under this chapter unable to be paid to hospitals u nder this section 

because of the upper payment limit must be paid to managed care 

organizations under RCW 74.60.130, subject to the l imitations in 

this chapter. 

(3) The amount of such fee-for-service inpatient pa yments to 

individual hospitals within each of the categories identified in 

subsection (1)(a), (c), (d), and (e) of this sectio n must be 

determined by: 

(a) Applying the medicaid fee-for-service rates in effect on 

July 1, 2009, without regard to the increases requi red by chapter 

30, Laws of 2010 1st sp. sess. to each hospital's i npatient fee-for-

services claims and medicaid managed care encounter  data for the 

base year; 

(b) Applying the medicaid fee-for-service rates in effect on 

July 1, 2009, without regard to the increases requi red by chapter 

30, Laws of 2010 1st sp. sess. to all hospitals' in patient fee-for-
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services claims and medicaid managed care encounter  data for the 

base year; and 

(c) Using the amounts calculated under (a) and (b) of this 

subsection to determine an individual hospital's pe rcentage of the 

total amount to be distributed to each category of hospital. 

(4) The amount of such fee-for-service outpatient p ayments to 

individual hospitals within each of the categories identified in 

subsection (1)(b) and (f) of this section must be d etermined by: 

(a) Applying the medicaid fee-for-service rates in effect on 

July 1, 2009, without regard to the increases requi red by chapter 

30, Laws of 2010 1st sp. sess. to each hospital's o utpatient fee-

for-services claims and medicaid managed care encou nter data for the 

base year; 

(b) Applying the medicaid fee-for-service rates in effect on 

July 1, 2009, without regard to the increases requi red by chapter 

30, Laws of 2010 1st sp. sess. to all hospitals' ou tpatient fee-for-

services claims and medicaid managed care encounter  data for the 

base year; and 

(c) Using the amounts calculated under (a) and (b) of this 

subsection to determine an individual hospital's pe rcentage of the 

total amount to be distributed to each category of hospital. 

(5) ((Thirty days before the initial payments and))  Sixty days 

before the first payment in each subsequent fiscal year, the 

authority shall provide each hospital and the Washi ngton state 

hospital association with an explanation of how the  amounts due to 

each hospital under this section were calculated. 

(6) Payments must be made in quarterly installments  on or about 

the last day of every quarter. ((The initial paymen t must be made 

within thirty days after satisfaction of the condit ions in RCW 

74.60.150(1) and must include all amounts due from July 1, 2013, to 

either: (a) The end of the calendar quarter prior t o when the 

conditions in RCW 70.60.150(1) [74.60.150(1)] are s atisfied if 

approval is received more than forty-five days prio r to the end of a 

quarter; or (b) the end of the calendar quarter aft er the 
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satisfaction of the conditions in RCW 74.60.150(1) if approval is 

received within forty-five days of the end of a qua rter.)) 

(7) A prospective payment system hospital commencin g operations 

after January 1, 2009, is eligible to receive payme nts in accordance 

with this section after becoming an eligible new pr ospective payment 

system hospital as defined in RCW 74.60.010. 

(8) Payments under this section are supplemental to  all other 

payments and do not reduce any other payments to ho spitals. 

Sec. 8.  RCW 74.60.130 and 2014 c 143 s 3 are each amended  to 

read as follows: 

(1) For state fiscal year ((2014)) 2016 and for eac h subsequent 

fiscal year, commencing within thirty days after sa tisfaction of the 

conditions in RCW 74.60.150(1) and subsection (((6) )) (5) of this 

section, ((and for the period of state fiscal years  2014 through 

2019,)) the authority shall increase capitation pay ments in a manner 

consistent with federal contracting requirements to  managed care 

organizations by an amount at least equal to the am ount available 

from the fund after deducting disbursements authori zed by RCW 

74.60.020(4) (c) through (f) and payments required by RCW 74.60.080 

through 74.60.120. The capitation payment under thi s subsection must 

be no less than one hundred ((fifty-three)) million  ((one hundred 

thirty-one thousand six hundred)) dollars per state  fiscal year ((in 

fiscal years 2014 and 2015, and then the increased capitation 

payment amounts are reduced in equal increments per  fiscal year 

until the increased capitation payment amount is ze ro by July 1, 

2019,)) plus the maximum available amount of federa l matching funds. 

The initial payment following satisfaction of the c onditions in RCW 

74.60.150(1) must include all amounts due from July  1, ((2013)) 

2015, to the end of the calendar month during which  the conditions 

in RCW 74.60.150(1) are satisfied. Subsequent payme nts shall be made 

monthly. 

(2) ((In fiscal years 2015, 2016, and 2017, the aut hority shall 

use any additional federal matching funds for the i ncreased managed 
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care capitation payments under subsection (1) of th is section 

available from medicaid expansion under the federal  patient 

protection and affordable care act to substitute fo r assessment 

funds which otherwise would have been used to pay m anaged care plans 

under this section. 

(3))) Payments to individual managed care organizat ions shall be 

determined by the authority based on each organizat ion's or 

network's enrollment relative to the anticipated to tal enrollment in 

each program for the fiscal year in question, the a nticipated 

utilization of hospital services by an organization 's or network's 

medicaid enrollees, and such other factors as are r easonable and 

appropriate to ensure that purposes of this chapter  are met. 

(((4))) (3) If the federal government determines th at total 

payments to managed care organizations under this s ection exceed 

what is permitted under applicable medicaid laws an d regulations, 

payments must be reduced to levels that meet such r equirements, and 

the balance remaining must be applied as provided i n RCW 74.60.050. 

Further, in the event a managed care organization i s legally 

obligated to repay amounts distributed to hospitals  under this 

section to the state or federal government, a manag ed care 

organization may recoup the amount it is obligated to repay under 

the medicaid program from individual hospitals by n ot more than the 

amount of overpayment each hospital received from t hat managed care 

organization. 

(((5))) (4) Payments under this section do not redu ce the 

amounts that otherwise would be paid to managed car e organizations: 

PROVIDED, That such payments are consistent with ac tuarial soundness 

certification and enrollment. 

(((6))) (5) Before making such payments, the author ity shall 

require medicaid managed care organizations to comp ly with the 

following requirements: 

(a) All payments to managed care organizations unde r this 

chapter must be expended for hospital services prov ided by 

Washington hospitals, which for purposes of this se ction includes 
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psychiatric and rehabilitation hospitals, in a mann er consistent 

with the purposes and provisions of this chapter, a nd must be equal 

to all increased capitation payments under this sec tion received by 

the organization or network, consistent with actuar ial certification 

and enrollment, less an allowance for any estimated  premium taxes 

the organization is required to pay under Title 48 RCW associated 

with the payments under this chapter; 

(b) Managed care organizations shall expend the inc reased 

capitation payments under this section in a manner consistent with 

the purposes of this chapter, with the initial expe nditures to 

hospitals to be made within thirty days of receipt of payment from 

the authority. Subsequent expenditures by the manag ed care plans are 

to be made before the end of the quarter in which f unds are received 

from the authority; 

(c) Providing that any delegation or attempted dele gation of an 

organization's or network's obligations under agree ments with the 

authority do not relieve the organization or networ k of its 

obligations under this section and related contract  provisions. 

(((7))) (6) No hospital or managed care organizatio ns may use 

the payments under this section to gain advantage i n negotiations. 

(((8))) (7) No hospital has a claim or cause of act ion against a 

managed care organization for monetary compensation  based on the 

amount of payments under subsection (((6))) (5) of this section. 

(((9))) (8) If funds cannot be used to pay for serv ices in 

accordance with this chapter the managed care organ ization or 

network must return the funds to the authority whic h shall return 

them to the hospital safety net assessment fund. 

Sec. 9.  RCW 74.60.150 and 2013 2nd sp.s. c 17 s 15 are ea ch 

amended to read as follows: 

(1) The assessment, collection, and disbursement of  funds under 

this chapter shall be conditional upon: 

(a) Final approval by the centers for medicare and medicaid 

services of any state plan amendments or waiver req uests that are 
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necessary in order to implement the applicable sect ions of this 

chapter including, if necessary, waiver of the broa d-based or 

uniformity requirements as specified under section 1903(w)(3)(E) of 

the federal social security act and 42 C.F.R. 433.6 8(e); 

(b) To the extent necessary, amendment of contracts  between the 

authority and managed care organizations in order t o implement this 

chapter; and 

(c) Certification by the office of financial manage ment that 

appropriations have been adopted that fully support  the rates 

established in this chapter for the upcoming fiscal  year. 

(2) This chapter does not take effect or ceases to be imposed, 

and any moneys remaining in the fund shall be refun ded to hospitals 

in proportion to the amounts paid by such hospitals , if and to the 

extent that any of the following conditions occur: 

(a) The federal department of health and human serv ices and a 

court of competent jurisdiction makes a final deter mination, with 

all appeals exhausted, that any element of this cha pter, other than 

RCW 74.60.100, cannot be validly implemented; 

(b) Funds generated by the assessment for payments to 

prospective payment hospitals or managed care organ izations are 

determined to be not eligible for federal match; 

(c) Other funding sufficient to maintain aggregate payment 

levels to hospitals for inpatient and outpatient se rvices covered by 

medicaid, including fee-for-service and managed car e, at least at 

the levels the state paid for those services on Jul y 1, ((2009)) 

2015, as adjusted for current enrollment and utiliz ation((, but 

without regard to payment increases resulting from chapter 30, Laws 

of 2010 1st sp. sess.,)) is not appropriated or ava ilable; 

(d) Payments required by this chapter are reduced, except as 

specifically authorized in this chapter, or payment s are not made in 

substantial compliance with the time frames set for th in this 

chapter; or 

(e) The fund is used as a substitute for or to supp lant other 

funds, except as authorized by RCW 74.60.020. 
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Sec. 10.  RCW 74.60.160 and 2013 2nd sp.s. c 17 s 17 are ea ch 

amended to read as follows: 

(1) The legislature intends to provide the hospital s with an 

opportunity to contract with the authority each fis cal biennium to 

protect the hospitals from future legislative actio n during the 

biennium that could result in hospitals receiving l ess from 

supplemental payments, increased managed care payme nts, 

disproportionate share hospital payments, or access  payments than 

the hospitals expected to receive in return for the  assessment based 

on the biennial appropriations and assessment legis lation. 

(2) Each odd-numbered year after enactment of the b iennial 

omnibus operating appropriations act, the authority  shall offer to 

enter into a contract or to extend an existing cont ract for the 

period of the fiscal biennium beginning July 1st wi th a hospital 

that is required to pay the assessment under this c hapter. The 

contract must include the following terms: 

(a) The authority must agree not to do any of the f ollowing: 

(i) Increase the assessment from the level set by t he authority 

pursuant to this chapter on the first day of the co ntract period for 

reasons other than those allowed under RCW 74.60.05 0(((3))) (2)(e); 

(ii) Reduce aggregate payment levels to hospitals f or inpatient 

and outpatient services covered by medicaid, includ ing fee-for-

service and managed care, ((allowing for variations  due to budget-

neutral rebasing and)) adjusting for changes in enr ollment and 

utilization, from the levels the state paid for tho se services on 

the first day of the contract period; 

(iii) For critical access hospitals only, reduce th e levels of 

disproportionate share hospital payments under RCW 74.60.110 or 

access payments under RCW 74.60.100 for all critica l access 

hospitals below the levels specified in those secti ons on the first 

day of the contract period; 

(iv) For prospective payment system, psychiatric, a nd 

rehabilitation hospitals only, reduce the levels of  supplemental 

payments under RCW 74.60.120 for all prospective pa yment system 
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hospitals below the levels specified in that sectio n on the first 

day of the contract period unless the supplemental payments are 

reduced under RCW 74.60.120(2); 

(v) For prospective payment system, psychiatric, an d 

rehabilitation hospitals only, reduce the increased  capitation 

payments to managed care organizations under RCW 74 .60.130 below the 

levels specified in that section on the first day o f the contract 

period unless the managed care payments are reduced  under RCW 

74.60.130(((4))) (3); or 

(vi) Except as specified in this chapter, use asses sment 

revenues for any other purpose than to secure feder al medicaid 

matching funds to support payments to hospitals for  medicaid 

services; and 

(b) As long as payment levels are maintained as req uired under 

this chapter, the hospital must agree not to challe nge the 

authority's reduction of hospital reimbursement rat es to July 1, 

2009, levels, which results from the elimination of  assessment 

supported rate restorations and increases, under 42  U.S.C. Sec. 

1396a(a)(30)(a) either through administrative appea ls or in court 

during the period of the contract. 

(3) If a court finds that the authority has breache d an 

agreement with a hospital under subsection (2)(a) o f this section, 

the authority: 

(a) Must immediately refund any assessment payments  made 

subsequent to the breach by that hospital upon rece ipt; and 

(b) May discontinue supplemental payments, increase d managed 

care payments, disproportionate share hospital paym ents, and access 

payments made subsequent to the breach for the hosp ital that are 

required under this chapter. 

(4) The remedies provided in this section are not e xclusive of 

any other remedies and rights that may be available  to the hospital 

whether provided in this chapter or otherwise in la w, equity, or 

statute. 
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Sec. 11.  RCW 74.60.901 and 2013 2nd sp.s. c 17 s 19 are ea ch 

amended to read as follows: 

This chapter expires July 1, ((2017)) 2019. 

NEW SECTION.  Sec. 12.  This act is necessary for the immediate 

preservation of the public peace, health, or safety , or support of 

the state government and its existing public instit utions, and takes 

effect immediately." 
 

  EFFECT:  Restores the original language of the bil l.  

 

--- END --- 

 


